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Accompanying this letter is an exposure draft, approved by the Auditing Standards Board, of a proposed
statement on standards for attestation engagements (SSAE) titled Agreed-Upon Procedures
Engagements. This proposed Statement would amend various sections of previously issued SSAEs, A
summary of the significant provisions of the proposed Statement accompanies this letter.
Comments or suggestions on any aspect of this exposure draft will be appreciated. To facilitate the
Auditing Standards Board's consideration of responses, comments should refer to specific paragraphs
and include supporting reasons for each suggestion or comment.
Written comments on the exposure draft will become part of the public record of the AICPA Auditing
Standards Division and will be available for public inspection at the offices of the AICPA after March 1,
1995, for one year. Responses should be sent to A. Louise Williamson, Technical Manager, Auditing
Standards Division, File 3615, AICPA, 1211 Avenue of the Americas, New York, NY 10036-8775, in
time to be received by January 31, 1995.
Sincerely,

John B. Sullivan
Chair
Auditing Standards Board

Dan M. Guy
Vice President, Auditing

SUMMARY

Why Issued
The Auditing Standards Board (ASB) is considering the issuance of a statement on standards for
attestation engagements (SSAE) to provide guidance to practitioners on performing and reporting on
agreed-upon procedures engagements. The ASB has observed that there is diversity in practice in
performing and reporting on these engagements, and that the existing guidance does not address a
number of issues practitioners should consider. In addition, the ASB has concluded that negative
assurance should be eliminated from agreed-upon procedures engagements covered by the Statement.
What It Does
The proposed Statement provides guidance to assist the practitioner in understanding —
a. Agreed-upon procedures engagements and the applicable attestation standards.
b. Conditions for performance of an agreed-upon procedures engagement.
c. The nature, timing, and extent of procedures, including the involvement of internal auditors and
others.
d. The responsibilities of the practitioner and the specified users.
e. How to report procedures performed and related findings.
How It Affects Existing Standards
The proposed Statement would supersede—
a. Paragraphs 43, 44, and 59 through 62 of "Attestation Standards" from SSAE No. 1, Codification
of Statements on Standards for Attestation Engagements (AICPA, Professional Standards, vol.
1, AT sec. 100).
b. Paragraphs 53, 55, and 56 of "Financial Forecasts and Projections" from SSAE No. 1 (AICPA,
Professional Standards, vol. 1, AT sec. 200).
c. Paragraph 9 of SSAE No. 2, Reporting on an Entity's Internal Control Structure Over Financial
Reporting (AICPA, Professional Standards, vol. 1, AT sec. 400).
Also, this proposed Statement would amend —
a. Paragraph 70 of SSAE No. 1, AT sec. 100
b. Paragraphs 49 through 52, 54, and 57 of SSAE No. 1, AT sec. 200
c. Paragraphs 15 through 18, 23, 24, and 26 of SSAE No. 3, Compliance Attestation (AICPA,
Professional Standards, vol. 1, AT sec. 500)
The foregoing proposed amendments are included as appendixes A, B, and C to this proposed
Statement.
Furthermore, as a consequence of the foregoing changes to existing standards, the proposed Statement
would require conforming changes to certain Statements on Auditing Standards (SASs) and related
Interpretations and to certain SSAEs and the Attest Interpretation "Responding to Requests for Reports
on Matters Relating to Solvency" (AICPA, Professional Standards, vol. 1, AT sec. 9100.33-.44). In
addition, it would require updating the guidance in the following:

a. Audit and Accounting Guides
(1) Audits of Banks
(2) Audits of Credit Unions
(3) Audits of Savings Institutions
(4) Guide for Prospective Financial Information
b. Statement of Position (SOP) 90-1, Accountants' Services on Prospective Financial Statements
for Internal Use Only and Partial Presentations.
Independence
Commentators to this proposed Statement should be aware that practitioners performing attest
engagements must be independent pursuant to rule 101 of the Code of Professional Conduct (AICPA,
Professional Standards, vol. 2, ET sec. 101). Interpretation 11 to rule 101 provides guidance about its
application in certain attest engagements (see AICPA, Professional Standards, vol. 2, ET sec. 101.13).
Relationship to Statement on Auditing Standards (SAS) No. 35, Special Reports - Applying
Agreed-Upon Procedures to Specified Elements, Accounts, or Items of a Financial Statement
Commentators to this proposed Statement should also be aware that, concurrent with exposure of this
proposed Statement, the ASB has issued an exposure draft of a statement on auditing standards that
would supersede SAS No. 35.
The proposed SAS addresses a number of issues that also are being addressed in this proposed
Statement. The significant difference is that, since the proposed SAS deals with specified elements,
accounts, or items of a financial statement, presence of a written assertion as a condition of engagement
performance is not required.
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PROPOSED STATEMENT ON STANDARDS
FOR ATTESTATION ENGAGEMENTS
AGREED-UPON PROCEDURES ENGAGEMENTS

INTRODUCTION AND APPLICABILITY
1. This Statement sets forth attestation standards and provides guidance to a practitioner concerning
performance and reporting in all agreed-upon procedures engagements except as noted in paragraph
2 of this Statement.1 A practitioner also should refer to the following Statements on Standards for
Attestation Engagements (SSAEs) that provide additional guidance for certain types of agreed-upon
procedures engagements:
a. SSAE No. 1, Codification of Statements on Standards for Attestation Engagements (AICPA,
Professional Standards, vol. 1, AT sec. 200 "Financial Forecasts and Projections")
b.

SSAE No. 3, Compliance Attestation (AICPA, Professional Standards, vol. 1, AT sec. 500)

2. This Statement does not apply t o —
a. Situations in which an auditor reports on the application of agreed-upon procedures to one or
more specified elements, accounts, or items of a financial statement, pursuant to Statement on
Auditing Standards (SAS) No. 35, Special Reports — Applying Agreed-Upon Procedures to
Specified Elements, Accounts, or Items of a Financial Statement (AICPA, Professional
Standards, vol. 1, AU sec. 622).2

1

b.

Situations in which an auditor reports on specified compliance requirements based solely on an
audit of financial statements, as addressed in paragraphs 19 through 21 of SAS No. 62, Special
Reports (AICPA, Professional Standards, vol. 1, AU sec. 623).

c.

Engagements for which the objective is to report in accordance with Government Auditing
Standards; the Single Audit Act of 1984; Office of Management and Budget (OMB) Circular
A-128, Audits of State and Local Governments, or OMB Circular A-133, Audits of Institutions of

Commentators to this Statement should be aware that the Statement would supersede paragraphs 43, 44 and 59 through
62 of "Attestation Standards" in Statement on Standards for Attestation Engagements (SSAE) No. 1, Codification of
Statements on Standards for Attestation Engagements (AICPA, Professional Standards, vol. 1, AT sec. 100), and
paragraphs 53, 55 and 56 of "Financial Forecasts and Projections" in SSAE No. 1 (AT sec. 200). This Statement also
would supersede paragraph 9 of SSAE No. 2, Reporting on an Entity's Internal Control Structure Over Financial
Reporting (AICPA, Professional Standards, vol. 1, AT sec. 400).
It also would amend paragraph 70 of SSAE No. 1 (AT sec. 100), paragraphs 49 through 52, 54, and 57 of SSAE No.
1 (AT sec. 200), and paragraphs 15 through 18, 23, 24, and 26 of SSAE No. 3, Compliance Attestation (AT sec. 500).
Furthermore, as a consequence of the foregoing changes to existing standards, the Statement would require conforming
changes to certain SASs and related interpretations and to certain SSAEs and the Attest Interpretation "Responding to
Requests for Reports on Matters Relating to Solvency" (AICPA, Professional Standards, vol. 1, AT sec. 9100.33-.44).
In addition, the guidance in certain audit and accounting guides and in Statement of Position (SOP) 90-1, Accountants'
Services on Prospective Financial Statements for Internal Use Only and Partial Presentations would need to be
updated.

2

Commentators to this Statement should be aware that, concurrent with this Statement's exposure, the Auditing Standards
Board (ASB) has issued an exposure draft of a statement on auditing standards that would supersede existing SAS No.
35.
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Higher Education and Other Nonprofit Institutions. However, when a practitioner undertakes an
agreed-upon procedures engagement for the benefit of a governmental body or agency, meeting
the conditions for engagement performance specified in paragraph 10 of this Statement, the
practitioner is obliged to follow this Statement as well as any applicable governmental
requirements.3
d. Circumstances covered by paragraph 58 of SAS No. 70, Reports on the Processing of
Transactions by Service Organizations (AICPA, Professional Standards, vol. 1, AU sec. 324),
when the service auditor is requested to apply substantive procedures to user transactions or
assets at the service organization and he or she makes specific reference in his or her service
auditor's report to having carried out designated procedures. (However, this Statement would
apply when the service auditor provides a separate report on the performance of agreed-upon
procedures in an attestation engagement.)
e. Engagements covered by SAS No. 72, Letters to Underwriters and Certain Other Requesting
Parties (AICPA, Professional Standards, vol. 1, AU sec. 634).4
f.

An engagement for which there is no written assertion, as defined in paragraph 6 of this
Statement. In such a situation, a practitioner may provide certain nonattest services involving
advice or recommendations to a client. A practitioner engaged to provide such nonattest
services should refer to the guidance in the Statement on Standards for Consulting Services,
Consulting Services: Definitions and Standards (AICPA, Professional Standards, vol. 2, CS sec.
100), or other applicable professional standards. Examples of certain professional services that
would not be considered as falling under this Statement are described in paragraph 2 of SSAE
No. 1, Attestation Standards (AICPA, Professional Standards, vol. 1, AT sec. 100).

AGREED-UPON PROCEDURES ENGAGEMENTS
3. An agreed-upon procedures engagement is one in which a practitioner is engaged by a client to issue
a report of findings based on specific procedures performed on the subject matter of an assertion, as
defined in paragraph 6 of this Statement. The client engages the practitioner to assist users in evaluating
an assertion as a result of a need or needs of the client and any additional users of the report. Because
users require that findings be independently derived, the services of a practitioner are obtained to perform
procedures and report his or her findings. The users and the practitioner agree upon the procedures to
be performed by the practitioner that the users believe are appropriate. Because users' needs may vary
widely, the nature, timing, and extent of the agreed-upon procedures may vary as well; consequently, the
users assume responsibility for the sufficiency of the procedures since they best understand their own
needs. In an engagement performed under this Statement, the practitioner does not perform an
3

Reporting under Government Auditing Standards and the Single Audit Act, as defined in OMB Circulars A-128 and A133, is addressed in paragraphs 20 through 95 of SAS No. 68, Compliance Auditing Applicable to Governmental Entities
and Other Recipients of Governmental Financial Assistance (AICPA, Professional Standards, vol. 1, AU sec. 801).
Commentators to this Statement should be aware that the ASB also is considering the issuance of a statement on auditing
standards that would supersede SAS No. 68.

4

Commentators to this Statement should be aware that the ASB is considering the issuance of a proposed Omnibus
Statement on Auditing Standards and Statement of Standards for Attestation Engagements—1994 that would amend
paragraph 9 of SAS No. 72. If the proposed amendment is issued, the following footnote will be included in this
Statement:
SAS No. 72, Letters for Underwriters and Certain Other Requesting Parties, identifies, in paragraphs 3
through 5, certain parties who may request a comfort letter. When one of those parties requests a
comfort letter or asks the accountant to perform agreed-upon procedures on an assertion in connection
with an offering, the accountant should follow the guidance in SAS No. 72 (AICPA, Professional
Standards, vol. 1, AU sec. 634.03-.09, .35-.40, and .44-59).
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examination or review (see SSAE No. 1, AT sec. 100) and does not provide an opinion or negative
assurance (see paragraphs 26 and 27 of this Statement) about the assertion. Instead, the practitioner's
report on agreed-upon procedures should be in the form of procedures and findings. (See paragraph 35
of this Statement.)
4. As a consequence of the users' role in establishing the procedures to be performed, a practitioner's
report on such engagements should clearly indicate that its use is restricted to those users. Those
users, including the client, are hereinafter referred to as specified users.
STANDARDS
5. The following general, fieldwork, and reporting standards for attestation engagements as set forth in
SSAE No. 1, AT sec. 100, together with interpretive guidance regarding their application as addressed
throughout this Statement, should be followed by the practitioner in performing and reporting on agreedupon procedures engagements.
GENERAL STANDARDS
a. The first general standard is — The engagement shall be performed by a practitioner or
practitioners having adequate technical training and proficiency in the attest function. (SSAE No.
1, AT sec. 100.06)
b. The second general standard is — The engagement shall be performed by a practitioner or
practitioners having adequate knowledge in the subject matter of the assertion. (SSAE No. 1, AT
sec. 100.09)
c. The third general standard is— The practitioner shall perform an engagement only if he or she
has reason to believe that the following two conditions exist:
(1) The assertion is capable of evaluation against reasonable criteria that either have been
established by a recognized body or are stated in the presentation of the assertion in a
sufficiently clear and comprehensive manner for a knowledgeable reader to be able to
understand them.
(2) The assertion is capable of reasonably consistent estimation or measurement using such
criteria. (SSAE No. 1, AT sec. 100.11)
(Interpretative guidance related to the third general standard is contained in paragraph 6 of this
Statement.)
d. The fourth general standard is— In all matters relating to the engagement, an independence in
mental attitude shall be maintained by the practitioner. (SSAE No. 1, AT sec. 100.22)5
e. The fifth general standard is — Due professional care shall be exercised in the performance of
the engagement. (SSAE No. 1, AT sec. 100.25)

5

Practitioners performing attest engagements must be independent pursuant to rule 101 of the Code of Professional
Conduct (AICPA, Professional Standards, vol. 2, ET sec. 101). Interpretation 11 to rule 101 provides guidance about
its application in certain attest engagements (see AICPA, Professional Standards, vol. 2, ET sec. 101.13).
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STANDARDS OF FIELDWORK
a. The first standard of fieldwork is — The work shall be adequately planned and assistants, if any,
shall be properly supervised. (SSAE No. 1, AT sec. 100.28)
b. The second standard of fieldwork is — Sufficient evidence shall be obtained to provide a
reasonable basis for the conclusion that is expressed in the report. (SSAE No. 1, AT sec. 100.36)
(See paragraph 18 of this Statement.)
STANDARDS OF REPORTING
a. The first standard of reporting is — The report shall identify the assertion being reported on and
state the character of the engagement. (SSAE No. 1, AT sec. 100.45)
(See paragraph 35 of this Statement for guidance on reporting.)
b. The second standard of reporting is— The report shall state the practitioner's conclusion about
whether the assertion is presented in conformity with the established or stated criteria against
which it was measured. (SSAE No. 1, AT sec. 100.49)
(See paragraphs 26 through 30 of this Statement for guidance on findings and see paragraph 6
of this Statement for guidance regarding established or stated criteria.)
c.

The third standard of reporting is — The report shall state all of the practitioner's significant
reservations about the engagement and the presentation of the assertion. (SSAE No. 1, AT sec.
100.63)
(See paragraphs 37, 39, 43 and 44 of this Statement for applicable guidance.)

d. The fourth standard of reporting is — The report on an engagement to evaluate an assertion that
has been prepared in conformity with agreed-upon criteria or on an engagement to apply agreedupon procedures should contain a statement limiting its use to the parties who have agreed upon
such criteria or procedures. (SSAE No. 1, AT sec. 100.69)
(See paragraphs 4 and 40 of this Statement.)

ASSERTIONS AND RELATED SUBJECT MATTER
6. An assertion is any declaration, or set of related declarations taken as a whole, by a party responsible
for it. The subject matter of an assertion is any attribute, or subset of attributes, referred to or contained
in an assertion and may in and of itself constitute an assertion. An assertion may be capable of
reasonably consistent estimation or measurement using reasonable criteria as discussed in the third
general standard; or an assertion may be one that is not measurable against reasonable criteria, possibly
because the assertion is too broad or because such criteria do not exist. In an agreed-upon procedures
engagement, it is the specific subject matter of the assertion to which the agreed-upon procedures are
to be applied (referred to in this Statement as specific subject matter) that must satisfy the conditions set
forth in the third general standard. Since the procedures are agreed upon between the practitioner and
the specified users, the criteria against which the specific subject matter needs to be measurable may
be recited within the procedures enumerated or referred to in the practitioner's report.
7. The assertion should be presented in writing in a representation letter or another written
communication from the responsible party. (See also paragraph 41 of this Statement.) A written assertion
may be presented to a practitioner in a number of ways, such as in a statement, narrative description, or
schedule appropriately identifying what is being presented and the point in time or the period of time
covered.
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8.

Examples of written assertions include —
•

A statement that an entity maintained an effective internal control structure over financial
reporting based upon established criteria as of a certain date.

•

A narrative description about an entity's compliance with requirements of specified laws,
regulations, rules, contracts, or grants during a specified period (see SSAE No. 3 for additional
guidance).

•

A representation by management that all investment securities owned by an entity during a
specified period were traded on one or more of the markets specified in the entity's investment
policy.

•

A statement that the documentation of employee evaluations included in personnel files as of a
certain date is dated within the time frame set forth in the entity's personnel policy.

•

A schedule of statistical production data for a specified period, prepared: in accordance with the
policies of an identified entity.

9. In certain circumstances, the assertion may not have been finalized before determination that an
attestation engagement will be undertaken by the practitioner and before all procedures have been
agreed upon. This is a consequence of the evolving nature of these engagements, often to the point that
the assertion is not finalized until shortly before the practitioner prepares his or her report. Typically,
however, there is information identified to the practitioner from which an assertion will be formulated. In
any event, the responsible party should furnish the written assertion to the practitioner prior to issuance
of his or her report on an agreed-upon procedures engagement.

CONDITIONS FOR ENGAGEMENT PERFORMANCE
10. The practitioner may perform an agreed-upon procedures attestation engagement provided that—
a. The practitioner is independent.
b. The responsible party will provide the assertion in writing to the practitioner prior to the issuance
of his or her report.
c. The specified users participate in establishing the procedures to be performed and take
responsibility for the sufficiency of the procedures for their purposes.
d. Criteria to be used in the determination of findings are agreed upon between the practitioner and
the specified users.
e. The procedures to be applied to the specific subject matter are expected to result in findings that
are capable of reasonably consistent estimation or measurement using the criteria.
f. Evidential matter related to the specific subject matter to which the procedures are applied is
expected to exist to provide a reasonable basis for expressing the findings in the practitioner's
report.
g. Use of the report is restricted to the specified users.
h. For agreed-upon procedures engagements on prospective financial information, the prospective
financial statements include a summary of significant assumptions (see SSAE No. 1, AT sec.
200.49).
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i. For agreed-upon procedures engagements performed pursuant to SSAE No. 3, management
evaluates the entity's compliance with specified requirements or the effectiveness of the entity's
internal control structure over compliance (see SSAE No. 3, AT sec. 500.09).
Agreement on Procedures
11. To satisfy the requirement that the specified users participate in establishing the procedures to be
performed, ordinarily the practitioner should meet with the specified users to discuss the procedures. If
the practitioner is not able to discuss the procedures directly with all of the specified users who will
receive the report, the practitioner may satisfy the requirement that the specified users take responsibility
for the sufficiency of the agreed-upon procedures by applying any one of the following or similar
procedures:
•

Compare the procedures to be applied to written requirements of the specified users.

•

Discuss the procedures to be applied with appropriate representatives of the users, involved.

•

Review relevant contracts with or correspondence from the specified users.

•

Distribute a draft of the anticipated report or a copy of an engagement letter to the specified users
with a request for their comment.

The practitioner should not report on an engagement when specified users do not take responsibility for
the sufficiency of the procedures. (See paragraph 40 of this Statement.)
Engagement Letters
12. The practitioner should establish a clear understanding regarding the terms of the engagement,
preferably in an engagement letter. Engagement letters should be addressed to the client, and in some
circumstances also to other specified users. Matters that might be included in such an engagement letter
follow:
•

Nature of the engagement

•

Identification of specified users (see paragraph 40 of this Statement)

•

Specified users' acknowledgement of their responsibility for the sufficiency of the procedures

•

Reference to applicable AICPA standards

•

Agreement on procedures by enumerating (or referring to) the procedures (see paragraphs 17
through 20 of this Statement)

•

Disclaimers expected to be included in the practitioner's report

•

Use restrictions

• Assistance to be provided to the practitioner (see paragraph 21 of this Statement)
•

Involvement of a specialist (see paragraphs 23 through 25 of this Statement)

• Agreed-upon materiality limits (see paragraph 29 of this Statement)
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NATURE, TIMING, AND EXTENT OF PROCEDURES
Users'

Responsibility

13. Specified users are responsible for the sufficiency (nature, timing, and extent) of the agreed-upon
procedures, because they best understand their own needs. The specified users assume the risk that
such procedures might be insufficient for their purposes. In addition, the specified users assume the risk
that they might misunderstand or otherwise inappropriately use findings properly reported by the
practitioner.
Practitioner's

Responsibility

14. The responsibility of the practitioner is to carry out the procedures and report the findings in
accordance with the general, fieldwork, and reporting standards as discussed and interpreted in this
Statement. The practitioner assumes the risk that misapplication of the procedures may result in
inappropriate findings being reported. Furthermore, the practitioner assumes the risk that appropriate
findings may not be reported or may be reported inaccurately. The practitioner's risks can be reduced
through adequate planning and supervision and due professional care in performing the procedures,
determining the findings, and preparing the report.
15. The practitioner has no responsibility to determine the differences between the agreed-upon
procedures to be performed and the procedures that the practitioner would have determined to be
necessary had he or she been engaged to perform another form of attest engagement. The procedures
that the practitioner agrees to perform pursuant to an agreed-upon procedures engagement may be more
or less extensive than the procedures that the practitioner would determine to be necessary had he or
she been engaged to perform another form of engagement.
16. The practitioner should have adequate knowledge in the subject matter of the assertion. He or she
may obtain such knowledge through formal or continuing education, practical experience, or consultation
with others.6
Procedures to Be Performed
17. The procedures that the practitioner and specified users agree upon may be as limited7 or as
extensive as the specified users desire. In some circumstances, the procedures agreed upon evolve or
are modified over the course of the engagement. In general, there is great flexibility in determining the
procedures as long as the specified users acknowledge responsibility for the sufficiency of such
procedures for their purposes. (See paragraph 40 of this Statement.) Matters that would be agreed upon
include the nature, timing, and extent of the procedures.
18. The practitioner should not agree to perform procedures that are overly subjective and thus possibly
open to varying interpretations. Terms of uncertain meaning (such as general review, limited review,
reconcile, check, or test) should not be used in describing the work unless the procedures comprehended
by these terms are described in the practitioner's report. (See paragraph 39 regarding restrictions on the
performance of agreed-upon procedures.) The practitioner needs only to obtain evidence related to the
procedures agreed upon.

6

Paragraphs 18 and 19 of SSAE No. 3 provide guidance about obtaining an understanding of certain requirements in an
agreed-upon procedures engagement involving management's assertion on compliance.

7

However, mere reading of an assertion or specified information does not constitute a procedure sufficient to permit a
practitioner to report on the results of applying agreed-upon procedures.
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19. Examples of appropriate procedures include —
•

Execution of a sampling application after agreeing on relevant parameters.

•

Inspection of specified documents evidencing certain types of transactions or detailed attributes
thereof.

•

Confirmation of specific information with third parties.

•

Reading of documents, schedules, or analyses for comparison against certain specified
attributes.

•

Performance of specific procedures on work performed by others (including the work of internal
auditors—see paragraph 22 of this Statement).

•

Performance of mathematical computations.

20. Examples of inappropriate procedures include—
•

Mere reading of an assertion or specified information.

•

Mere reading of the work performed by others solely to describe their findings.

•

Evaluating the competency or objectivity of another party.

• Obtaining an understanding about a particular subject.
•

Interpreting documents outside the scope of the practitioner's professional expertise.

Internal Auditors and Other Personnel
21. The agreed-upon procedures to be enumerated or referred to in the practitioner's report are to be
performed entirely by the practitioner. However, internal auditors or other personnel may prepare
schedules and accumulate data or provide other information for the practitioner's use in performing the
agreed-upon procedures. Also, internal auditors may perform and report separately on procedures that
they have carried out. Such procedures may be similar to those that a practitioner may perform under
this Statement.
22. A practitioner may agree to perform procedures on the work of internal auditors or their report. For
example, the practitioner may agree t o —
•

Repeat all or some of the procedures.

•

Determine whether the internal auditors' workpapers contain documentation of procedures
performed and whether the findings documented in the workpapers are presented in a report by
the internal auditors.

However, it is inappropriate for the practitioner t o —
• Agree to merely read the internal auditors' report solely to describe or repeat their findings.
• Take responsibility for all or a portion of any procedures performed by internal auditors by
reporting those findings as the practitioner's own.
•

Report in any manner that implies shared responsibility for the procedures with the internal
auditors.

16

Involvement of a Specialist
23. The practitioner's education and experience enable him or her to be knowledgeable about business
matters in general, but he or she is not expected to have the expertise of a person trained for or qualified
to engage in the practice of another profession or occupation. The practitioner may agree to be assisted
by a specialist in the performance of one or more procedures. For example —
• An attorney might provide assistance concerning the interpretation of legal terminology involving
laws, regulations, rules, contracts, or grants.
• A medical specialist might provide assistance in understanding the characteristics of diagnosis
codes documented in patient medical records.
24. The specified users should explicitly agree to the involvement of the specialist in assisting a
practitioner in the performance of an agreed-upon procedures engagement. This agreement may be
reached when obtaining agreement on the procedures to be performed, as discussed in paragraph 11
of this Statement.
25. A practitioner may agree to apply procedures to the report or work product of a specialist that does
not constitute assistance by the specialist to the practitioner in an agreed-upon procedures engagement.
For example, the practitioner may make reference to information contained in a report of a specialist in
describing an agreed-upon procedure. However, it is inappropriate for the practitioner to agree to merely
read the specialist's report solely to describe or repeat the findings, or to take responsibility for all or a
portion of any procedures performed by a specialist or the specialist's work product.

FINDINGS
26. A practitioner states his or her conclusions on the results of applying agreed-upon procedures to
specific subject matter in the form of findings. However, the practitioner should not provide negative
assurance about whether the assertion is fairly stated in accordance with established or stated criteria.
For example, the practitioner should not include a statement in his or her report that "nothing came to my
attention that caused me to believe that the assertion is not fairly stated in accordance with (established
or stated) criteria."
27. The absence of an exception as a result of applying procedures to the specific subject matter should
not be expressed in the form of negative assurance. For example, the practitioner should not state in his
or her report that "nothing came to my attention as a result of applying the procedure." Rather, findings
should be expressed in a positive manner. For example, it would be appropriate for the practitioner to
state that "no exceptions were found as a result of applying the procedure."
28. The practitioner should avoid vague or ambiguous language in reporting findings. For example,
expressing a finding about the result of a procedure applied to internal control policies as "appearing to
comply with such policies" would be inappropriate.
29. The practitioner should report all findings from application of the agreed-upon procedures. The
concept of materiality does not apply to findings to be reported in an agreed-upon procedures
engagement unless materiality is defined by the specified users when agreeing to the procedures to be
performed. Any agreed-upon materiality limits should be described in the practitioner's report.
30. Examples of appropriate descriptions of findings resulting from the application of certain agreedupon procedures follow:

17

Procedures Agreed Upon

Example Findings

•

Inspect the shipment dates for a
sample (agreed-upon) of specified
shipping documents and determine
whether any such dates were
subsequent to December 31, 19XX.

•

•

Examine all check requests issued
during a specified period of time to the
order of "cash" for evidence of an
authorized signatory approving such
payments.

• All such check requests examined
evidenced approval for payment by an
authorized signatory, except the
following:

•

Calculate the rate of return on a
specified investment (according to an
agreed-upon formula) and compare the
resultant percentage to the percentage
in an identified schedule.

• The resultant percentage agreed; with
the percentage shown under the caption "rate of return on investment" in
the identified schedule.

•

Inspect the quality standards classification codes in identified performance
test documents for products produced
during a specified period, and compare
such codes to those shown in an
identified computer print-out.

•

No shipment dates shown on the
sample of shipping
documents
inspected
were subsequent
to
December 31, 19XX.

[List all exceptions]

All classification codes inspected in
the identified documents were the
same as those shown in the computer
print-out except for the following:
[List all exceptions]

WORKING PAPERS
31. The practitioner should prepare and maintain working papers in connection with an agreed-upon
procedures engagement under the attestation standards; such working papers should be appropriate to
the circumstances and the practitioner's needs on the engagement to which they apply.8 Although the
quantity, type, and content of working papers vary with the circumstances, ordinarily they should indicate
that—
a. The work was adequately planned and supervised.
b.

Evidential matter was obtained to provide a reasonable basis for the finding or findings
expressed in the practitioner's report.

32. Working papers are the property of the practitioner, and some states have statutes or regulations
that designate the practitioner as the owner of the working papers. The practitioner's rights of ownership,
however, are subject to ethical limitations relating to confidentiality.9
33. Certain of the practitioner's working papers may sometimes serve as a useful reference source for
his or her client, but the working papers should not be regarded as a part of, or a substitute for, the client's
records.
8

There is no intention to imply that the practitioner would be precluded from supporting his or her report by other means
in addition to working papers.

9

For guidance on requests from regulators for access to working papers, see the Interpretation, "Providing Access to or
Photocopies of Working Papers" (AICPA, Professional Standards, vol. 1, AU sec. 9339).
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34. The practitioner should adopt reasonable procedures for safe custody of his or her working papers
and should retain them for a period of time sufficient to meet the needs of his or her practice and satisfy
any pertinent legal requirements of records retention.

REPORTING
Required Elements
35. The practitioner's report on agreed-upon procedures should be in the form of procedures and
findings. The practitioner's report should contain the following elements:
a. A title that includes the word independent
b.

Reference to the assertion10 and the character of the engagement

c.

Identification of the specified users (see paragraph 40 of this Statement)

d. A statement that the procedures performed were those agreed to by the specified users
identified in the report
e.

Reference to standards established by the American Institute of Certified Public Accountants

f.

A statement that the sufficiency of the procedures is solely the responsibility of the specified
users and a disclaimer of responsibility for the sufficiency of those procedures

g. A list of the procedures performed (or reference thereto) and related findings (The practitioner
should not provide negative assurance—see paragraphs 26, 27, and 30 of this Statement.)
h. Where applicable, a description of any agreed-upon materiality limits (see paragraph 29 of this
Statement)
i.

A statement that the work performed does not constitute an examination, a disclaimer of opinion
on the assertion, and a statement that if additional procedures had been performed, other
matters might have come to the practitioner's attention that would have been reported11

10

In some agreed-upon procedures engagements, management may present more than one assertion. In these
engagements, the practitioner may issue one report that refers to all assertions presented. (See SSAE No. 3, AT
sec. 500.27.)

11

When the practitioner consents to the inclusion of his or her report on an agreed-upon procedures engagement in a
document or written communication containing the entity's financial statements, he or she should refer to SAS No. 26,
Association With Financial Statements (AICPA, Professional Standards, vol. 1, AU sec. 504), or to Statement on
Standards for Accounting and Review Services (SSARS) No. 1, Compilation and Review of Financial Statements
(AICPA, Professional Standards, vol. 2, AR sec. 100), as appropriate, for guidance on his or her responsibility pertaining
to the financial statements.
The practitioner should follow (a) paragraph 4 of SAS No. 26 when the financial statements of a public or a nonpublic
entity are audited (or reviewed in accordance with SAS No. 71, Interim Financial Information) or (b) paragraph 5 of SAS
No. 26 when the financial statements of a public entity are unaudited. The practitioner should follow paragraph 6 of
SSARS No. 1 when (a) the financial statements of a nonpublic entity are reviewed or compiled or (b) the financial
statements of a nonpublic entity are not reviewed or compiled and are not submitted by the accountant (as defined in
paragraph 7 of SSARS No. 1).

10

j.

A statement of restrictions on the use of the report because it is intended to be used solely by
the specified users12 (However, if the report is a matter of public record, the practitioner should
include the following sentence: "However, this report is a matter of public record and its
distribution is not limited.")

k.

Where applicable, reservations or restrictions concerning procedures or findings as discussed
in paragraphs 37, 39, 43, and 44 of this Statement

I.

For an agreed-upon procedures engagement on prospective financial information, all items
included in SSAE No. 1 (AT sec. 200.54)

Illustrative Report
36. The following is an illustration of an agreed-upon procedures report:

Independent Accountant's Report
on Applying Agreed-Upon Procedures
To the Audit Committees and Managements of ABC Inc. and XYZ Fund:
We have performed the procedures enumerated below, which were agreed to by the
Audit Committees and Managements of ABC Inc. and XYZ Fund, solely to assist you
in evaluating the accompanying Statement of Investment Performance Statistics of
XYZ Fund (prepared in accordance with the criteria specified therein) for the year
ended December 31, 19X1. This agreed-upon procedures engagement was performed
in accordance with standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of the
specified users of the report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this
report has been requested or for any other purpose.
[Include paragraphs to enumerate procedures and findings.]
These agreed-upon procedures do not constitute an examination, the objective of
which is the expression of an opinion on the accompanying Statement of Investment
Performance Statistics of XYZ Fund. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.
This report is intended solely for the use of the audit committees and managements of
ABC Inc. and XYZ Fund, and should not be used by those who did not agree to the
procedures.

12

The purpose of the restriction on use of a practitioner's report on applying agreed-upon procedures is to limit its use to
only those parties that take responsibility for the sufficiency of the procedures. Paragraph 40 of this Statement describes
the process for adding parties who were not originally contemplated in the agreed-upon procedures engagement.
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Explanatory Language
37. The practitioner also may include explanatory language about matters such as the following:
•

Explanations of sampling risk

•

Disclosure of stipulated facts, assumptions, or interpretations (including the source thereof) used
in the application of agreed-upon procedures (for example, see SSAE No. 3, AT sec. 500.25)

•

Descriptions of the condition of records, controls, or data to which the procedures were applied

Dating of Report
38. The date of completion of the agreed-upon procedures should be used as the date of the
practitioner's report.
Restrictions on the Performance of Procedures
39. When circumstances impose restrictions on the performance of the agreed-upon procedures, the
practitioner should attempt to obtain agreement from the specified users for modification of the agreedupon procedures. When such agreement cannot be obtained (for example, when the agreed-upon
procedures are published by a regulatory agency that will not modify the procedures), the practitioner
should describe any restrictions on the performance of procedures in his or her report or withdraw from
the engagement.
Nonparticipant Parties
40. The practitioner may be requested to add parties who were not originally contemplated in the agreedupon procedures engagement as specified users. If the addition of new parties is requested after the
date of completion of the agreed-upon procedures, but before or after the report is issued and those
parties did not participate in determining or agreeing on the procedures, the practitioner may add those
parties as specified users provided that such parties acknowledge responsibility for the sufficiency of the
procedures. The practitioner normally should obtain written acknowledgement from such added specified
users concerning their responsibilities and other pertinent matters relating to the engagement, such as
the fact that the practitioner has performed no additional procedures since the date of his or her report.
The practitioner may acknowledge that a party has been added as a specified user or may reissue his
or her report. Upon reissuance, the practitioner should date his or her report in accordance with paragraph
38 of this Statement.

REPRESENTATIONS BY ASSERTERS
41. As discussed in paragraph 7 of this Statement, the written assertion should be presented in a
representation letter or another written communication from the responsible party. The responsible party's
refusal to furnish a written assertion constitutes a limitation on the performance of the engagement
sufficient to require the practitioner to withdraw from the engagement.
42. A practitioner also may find a representation letter to be a useful and practical means of obtaining
other representations from the responsible party. The need for such a letter may depend on the nature
of the engagement and the specified users. For example, paragraph 70 of SSAE No. 3 requires a
practitioner to obtain a representation letter in an agreed-upon procedures engagement related to
compliance with specified requirements. Examples of matters that might appear in a representation letter
include a statement that the responsible party has disclosed to the practitioner—

21

•

All known matters contradicting the assertion.

•

Any communication from regulatory agencies affecting the assertion.

43. The responsible party's refusal to furnish written representations determined by the practitioner to
be appropriate for the engagement constitutes a limitation on the performance of the engagement. In
such circumstances, the practitioner should do one of the following:
a. Disclose in his or her report the inability to obtain representations from the responsible party.
b. Change the nature of the engagement to a nonattest service (see paragraph 2f of this
Statement).
c. Withdraw from the engagement.13
KNOWLEDGE OF MATTERS OUTSIDE AGREED-UPON PROCEDURES
44. The practitioner has no obligation to perform procedures beyond the agreed-upon procedures.
However, if matters come to the practitioner's attention by other means that contradict the assertion being
reported on, such information ordinarily should be included in his or her report. For example, during the
course of applying agreed-upon procedures to management's assertion relating to a certain part of the
entity's internal control structure, the practitioner discovers a material weakness relating to that part.

CHANGE TO AN AGREED-UPON PROCEDURES ENGAGEMENT
FROM ANOTHER FORM OF ENGAGEMENT
45. A practitioner who has been engaged to perform another form of attest engagement or a nonattest
service engagement may, before the engagement's completion, be requested to change the engagement
to an agreed-upon procedures engagement under this Statement. A request to change the engagement
may result from a change in circumstances affecting the client's requirements, a misunderstanding about
the nature of the original services or the alternative services originally available, or a restriction on the
performance of the original engagement, whether imposed by the client or caused by circumstances.
46. Before a practitioner who was engaged to perform another form of engagement agrees to change
the engagement to an agreed-upon procedures engagement, he or she should consider the following:
a. The possibility that certain procedures performed as part of another type of engagement are not
appropriate for inclusion in an agreed-upon procedures engagement
b. The reason given for the request, particularly the implications of a restriction on the scope of the
original engagement or the matters to be reported
c. The additional effort required to complete the original engagement
d. If applicable, the reasons for changing from a general-distribution report to a restricted-use
report

13

For an agreed-upon procedures engagement performed pursuant to SSAE No. 3, management's refusal to furnish all
appropriate written representations constitutes a limitation on the scope of the engagement sufficient to require withdrawal.
(See SSAE No. 3, AT sec. 500.71.)
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47. A change in circumstances that affects the requirement for another form of engagement, or a
misunderstanding concerning the nature of the original engagement or the alternative agreed-upon
procedures services originally available, would ordinarily be considered a reasonable basis for requesting
a change in the engagement as long as the specified users agree to assume responsibility for the
sufficiency of the procedures to be included in the agreed-upon procedures engagement.
48. In all circumstances, if the original engagement procedures are substantially complete or the effort
to complete such procedures is relatively insignificant, the practitioner should consider the propriety of
accepting a change in the engagement.
49. If the practitioner concludes, based on his or her professional judgment, that there is reasonable
justification to change the engagement, and provided he or she complies with the standards applicable
to agreed-upon procedures engagements, the practitioner should issue an appropriate agreed-upon
procedures report. The report should not include reference to either the original engagement or
performance limitations that resulted in the changed engagement. (See paragraph 44 of this Statement.)

EFFECTIVE DATE
50. The effective date for this Statement is for reports on agreed-upon procedures engagements dated
on or after June 30, 1995. Earlier application is encouraged.
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APPENDIX A

PROPOSED AMENDMENT TO "ATTESTATION STANDARDS"
(Amends Codification of Statements on Standards
for Attestation Engagements, AICPA,
Professional Standards, vol. 1, AT sec. 100.70)

[Explanation]
This amendment relates to the proposed SSAE Agreed-Upon Procedures Engagements (hereinafter
referred to as SSAE No. XX). New language is shown in boldface type. Paragraph 69 of SSAE No. 1
is reproduced for informational purposes only. The amendment, pending issuance of the final SSAE No.
XX, is effective for reports on agreed-upon procedures engagements dated on or after June 30, 1995.

[Text of Proposed Change]
69. The fourth standard of reporting i s — The report on an engagement to evaluate an assertion that
has been prepared in conformity with agreed-upon criteria or on an engagement to apply agreed-upon
procedures should contain a statement limiting its use to the parties who have agreed upon such criteria
or procedures.
70.
Certain reports should be restricted to specified users who have participated in establishing either
the criteria against which the assertions were evaluated (which are not deemed to be "reasonable" for
general distribution—see the third general standard) or the nature and scope of the attest engagement.
Such procedures or criteria can be agreed upon directly by the user or through a designated
representative. Reports on such engagements should clearly indicate that they are intended solely for
the use of the specified parties and may not be useful to others. Including or combining a report that
is restricted to specified users with a report for general distribution results in restriction of all
included reports to the specified users.
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APPENDIX B

PROPOSED AMENDMENT TO
"FINANCIAL FORECASTS AND PROJECTIONS"
(Amends Codification of Statements on Standards
for Attestation Engagements, AICPA,
Professional Standards, vol. 1, AT sec. 200.49-.52, .54, and .57)
[Explanation]
This amendment relates to the proposed SSAE Agreed-Upon Procedures Engagements (hereinafter
referred to as SSAE No. XX). New language is shown in boldface type. The amendment, pending
issuance of the final SSAE No. XX, is effective for reports on agreed-upon procedures engagements
dated on or after June 30, 1995.
[Text of Proposed Change]
Applying Agreed-Upon Procedures to Prospective Financial Statements
49. An accountant engaged to perform agreed-upon procedures on prospective financial
statements should follow the guidance set forth herein and in SSAE No. XX, Agreed-Upon
Procedures Engagements.
50. 49. An accountant may perform accept an engagement to apply agreed-upon procedures
attestation engagement to prospective financial statements provided that—
a. The accountant is independent.
ab.The specified users involved have participated in establishing the procedures to be
performed nature and scope of the engagement and take responsibility for the sufficiency
adequacy of the procedures for their purposes. to be performed,
c. The prospective financial statements include a summary of significant assumptions.27

27

Accountants should follow the guidance in SAS No. 72, Letters for Underwriters and Certain Other Requesting Parties,
when requested to perform agreed-upon procedures on a forecast and report thereon in a letter for an underwriter (see
AU section 634.43). [Footnote added, February 1993, by the issuance of Statement on Auditing Standards No. 72.]
Commentators to this Statement should be aware that the Auditing Standards Board is considering the
issuance of a proposed Omnibus Statement on Auditing Standards and Statements on Standards for
Attestation Engagements—1994 that would amend paragraph 9 of SAS No. 72. If this proposed amendment
is issued, this footnote would be amended to the following:
SAS No. 72, Letters for Underwriters and Certain Other Requesting Parties, identifies, in
paragraphs 3 through 5, certain parties who may request a comfort letter. When one of those
parties requests a comfort letter or asks the accountant to perform agreed-upon procedures on
a forecast in connection with an offering, the accountant should follow the guidance in SAS No. 72
(AICPA, Professional Standards, vol. 1, AU sec. 634.03-.09, .35, and .43).
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d. Criteria to be used in the determination of findings are agreed upon between the
accountant and the specified users.
e. The procedures to be applied to the prospective financial statements are expected to
result in findings that are capable of reasonably consistent estimation or measurement
using the criteria.
bf. distribution Use of the report is to be restricted to the specified users. involved,
g. Evidential matter related to the prospective financial statements to which the procedures
are applied is expected to exist to provide a reasonable basis for expressing the findings
in the accountant's report.
51. 50. The accountant who accepts an engagement to apply agreed-upon procedures to prospective
financial statements should be independent; have adequate technical training and proficiency to apply
agreed-upon procedures to prospective financial statements; adequately plan the engagement and
supervise the work of assistants, if any; and obtain sufficient evidence to provide a reasonable basis for
his report on the results of applying agreed-upon procedures.
52. 51. The accountant's procedures generally may be as limited or as extensive as the specified
users desire as long as the specified users take responsibility for their adequacy sufficiency. However,
mere reading of prospective financial statements does not constitute a procedure sufficient to permit an
accountant to report on the results of applying agreed-upon procedures to such statements.
53. 52. TO satisfy the requirement that the specified users involved participate in establishing the
nature and scope of the engagement and take responsibility for the adequacy of the procedures to be
performed, ordinarily the accountant ordinarily should meet with the specified users involved to discuss
the procedures. to be followed. This discussion may include describing, to the specified users,
procedures that are frequently followed in similar types of engagements. Sometimes the accountant may
not be able to discuss the procedures directly with all of the specified users who will receive the report.
In such circumstances, the accountant may satisfy the requirement that the specified users involved take
responsibility for the sufficiency adequacy of the agreed-upon procedures by applying any one of the
following or similar procedures:
a. Discussing the procedures to be applied with legal counsel or other appropriate designated
representatives of the users involved, such as legal counsel, a trustee, a receiver, or a
creditors' committee
b. Reviewing relevant contracts with or correspondence from the specified users
c. Comparing the procedures to be applied to written requirements of the specified users a
supervisory agency
d. Distributing a draft of the anticipated report or a copy of an the client's engagement letter to
the specified users involved with a request for their comments before the report is issued
Working Papers
53.

Although it is not possible to specify the form of content of the working papers that an accountant
should prepare in connection with an engagement to apply agreed-upon procedures to prospective
financial statements because of the different circumstances of individual engagements, the
accountant's working papers ordinarily should indicate that -a. The work was adequately planned and supervised.
b. The agreed-upon procedures were performed as a basis for the report.
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Reports on the Results of Applying Agreed-Upon Procedures
54. The accountant's report on the results of applying agreed-upon procedures should contain the
following elements:
a. A title that includes the word independent
ab.

Reference to Indicate the prospective financial statements covered by the accountant's report
and the character of the engagement

c. Identification of the specified users
d. A statement that the procedures performed were those agreed to by the specified users
identified in the report
e. Reference to standards established by the American Institute of Certified Public
Accountants
f. A statement that the sufficiency of the procedures is solely the responsibility of the
specified users and a disclaimer of responsibility for the sufficiency of those procedures
g. A list of the procedures performed (or reference thereto) and related findings (The
practitioner should not provide negative assurance—see paragraphs 26,27, and 30 of
SSAE No. XX.)
h. Where applicable, a description of any agreed-upon materiality limits (see paragraph 29
of SSAE No. XX)
b. Indicate that the report is limited in use, intended solely for the specified users, and should not
be used by others.
c. Enumerate the procedures performed and refer to conformity with the arrangements made with
the specified users.
di. If the agreed-upon procedures are less than those performed in an examination, State A
statement that the work performed was less in scope than does not constitute an
examination of prospective financial statements in accordance with AICPA standards and;
disclaim an a disclaimer of opinion on whether the presentation of the prospective financial
statements is in conformity with AICPA presentation guidelines and on whether the underlying
assumptions provide a reasonable basis for the forecast, or a reasonable basis for the
projection given the hypothetical assumptions; and a statement that if additional
procedures had been performed, other matters might have come to the accountant's
attention that would have been reported
e. State the accountant's findings.
j.

A statement of restrictions on the use of the report because it is intended to be used
solely by the specified users (However, if the report is a matter of public record, the
accountant should include the following sentence: "However, this report is a matter of
public record and its distribution is not limited.")

k. Where applicable, reservations or restrictions concerning procedures or findings as
discussed in paragraphs 37, 39, 43, and 44 of SSAE No. XX
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fl.

Include A caveat that the prospective results may not be achieved

gm. A statement State that the accountant assumes no responsibility to update the report for
events and circumstances occurring after the date of the report
55. Also, the accountant may wish to state in his report that he makes no representation about the
sufficiency of the procedures for the specified users' purposes. [Deleted as a result of the issuance
of SSAE No. XX, Agreed-Upon Procedures Engagements.]
56. When the accountant reports on the results of applying agreed-upon procedures, he should not
express any form of negative assurance on the prospective financial statements taken as a whole.
[Deleted as a result of the issuance of SSAE No. XX, Agreed-Upon Procedures Engagements.]
57. The following two exhibits illustrates a report on that might be issued when the engagement is
limited to applying agreed-upon procedures to the prospective financial statements.
Exhibit 1
Independent Accountant's Report
on Applying Agreed-Upon Procedures
Board of Directors—XYZ Corporation
Board of Directors—ABC Company
At your request, we have performed certain agreed-upon procedures, as enumerated below,
with respect to the forecasted balance sheet and the related forecasted statements of
income, retained earnings and cash flows changes in financial position of DEF Company,
a subsidiary of ABC Company, as of December 31, 19XX, and for the year then ending.
These procedures, which were specified by the Boards of Directors of XYZ Corporation and
ABC Company, were performed solely to assist you in evaluating the forecast in
connection with the proposed sale of DEF Company to XYZ Corporation. This agreed-upon
procedures engagement was performed in accordance with standards established by
the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of the specified users of the report.
Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or for
any other purpose. It is understood that this report is solely for your information and should
not be used by those who did not participate in determining the procedures.
[Include paragraphs to enumerate procedures and findings.]
a.

With respect to forecasted rental income, we compared the assumptions about
expected demand for rental of the housing units to demand for similar housing units at
similar rental prices in the city area in which DEF Company's housing units are located.

b.

We tested the forecast for mathematical accuracy.

Because the procedures described above do not constitute an examination of prospective
financial statements in accordance with standards established by the American Institute of
Certified Public Accountants, we do not express an opinion on whether the prospective
financial statements are presented in conformity with AICPA presentation guidelines or on
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whether the underlying assumptions provide a reasonable basis for the presentation. In
connection with the procedures referred to above, no matters came to our attention that
caused us to believe that rental income should be adjusted or that the forecast is
mathematically inaccurate. Had we performed additional procedures or had we made an
examination of the forecast in accordance with standards established by the American
Institute of Certified Public Accountants, other matters might have come to our attention that
would have been reported to you. Furthermore, there will usually be differences between the
forecasted and actual results, because events and circumstances frequently do not occur
as expected, and those differences may be material. We have no responsibility to update
this report for events and circumstances occurring after the date of this report.
This report is intended solely for the use of the audit committees and managements
of ABC Company and XYZ Corporation and should not be used by those who did not
agree to the procedures.
[Exhibit 2 will be deleted.]
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APPENDIX C

PROPOSED AMENDMENT TO COMPLIANCE ATTESTATION
(Amends Statement on Standards for Attestation Engagements
No. 3, AICPA, Professional Standards, vol. 1,
AT sec. 500.15-.18, .23, .24, and .26)

[Explanation]
This amendment relates to the proposed SSAE Agreed-Upon Procedures Engagements (hereinafter
referred to as SSAE No. XX). New language is shown in boldface type. The amendment, pending
issuance of the final SSAE No. XX, is effective for reports on agreed-upon procedures engagements
dated on or after June 30, 1995.

[ Text of Proposed Change]
Agreed-Upon Procedures Engagement
15. The objective of the practitioner's agreed-upon procedures is to present specific findings to assist
users in evaluating management's assertion about an entity's compliance with specified requirements or
about the effectiveness of an entity's internal control structure over compliance based on procedures
agreed upon by the users of the report. A practitioner engaged to perform agreed-upon procedures
on management's assertion about an entity's compliance with specified requirements or about the
effectiveness of an entity's internal control structure over compliance should follow the guidance
set forth herein and in SSAE No. XX, Agreed-Upon Procedures Engagements.
16. The practitioner's procedures generally may be as limited or as extensive as the specified users
desire as long as the specified users (a) participate in establishing the procedures to be performed and
(b) take responsibility for the adequacy sufficiency of such procedures for their purposes7. To satisfy
these requirements, the practitioner ordinarily should ascertain whether the users have a clear
understanding of the procedures to be performed by discussing the nature of management's assertion
and the procedures with the users.
17.
If the practitioner is not able to discuss the procedures directly with all the specified users who will
receive the report, he or she may satisfy the requirement that the specified users participate in
establishing agreed-upon procedures and take responsibility for their sufficiency by applying any one of
the following or similar procedures:

7

a.

Compare the procedures to be applied to written requirements of the specified users.

b.

Discuss the procedures to be applied with legal counsel or other appropriate representatives
of the users involved.

c.

Review relevant contracts with or correspondence from the specified users.

However, in accordance with SSAE No. 1, AT sec. 100, paragraph 44, a mere reading of management's assertion does
not constitute a procedure sufficient to permit a practitioner to report on the results of applying agreed-upon procedures.
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d.

Distribute a draft of the anticipated report or a copy of an proposed engagement letter to the
specified users with a request for their comments.

18.
In an engagement to apply agreed-upon procedures to management's assertion about an entity's
compliance with specified requirements or about the effectiveness of an entity's internal control structure
over compliance, the practitioner is required to perform only the procedures that have been agreed to by
users.8 However, prior to performing such procedures, the practitioner should—
a.

Obtain an understanding of the specified compliance requirements, as discussed in
paragraph 19.

b.

Plan the engagement, as discussed in the applicable portions of paragraphs 28 through 32
of SSAEnNo. 1, AT sec. 100.
[Paragraphs 19 through 22 will not change.]

23. The practitioner's report on agreed-upon procedures related to management's assertion about an
entity's compliance with specified requirements or about the effectiveness of an entity's internal control
structure over compliance should be in the form of procedures and findings. The practitioner should not
provide negative assurance about whether management's assertion is fairly stated. The practitioner's
report, which ordinarily is addressed to the entity, should contain the following elements:

8

9

a.

A title that includes the word independent

b.

Identification of the specified users

bc.

A statement that the procedures, which were agreed to by the specified users of the report,
were performed to assist the users in evaluating management's assertion about the entity's
compliance with specified requirements or about the effectiveness of its internal control
structure over compliance

cd.

A reference to management's assertion about the entity's compliance with specified
requirements, or about the effectiveness of an entity's internal control structure over
compliance, including the period or point in time addressed in management's assertion9

e.

Reference to standards established by the American Institute of Certified Public
Accountants

df.

A statement that the sufficiency of the procedures is solely the responsibility of the parties
specifying the procedures and a disclaimer of responsibility for the sufficiency of those
procedures

SAS No. 65, The Auditor's Consideration of the Internal Audit Function in an Audit of Financial Statements, was not
written to apply to agreed-upon procedures engagements. The Auditing Standards Board is addressing internal auditors'
participation in agreed-upon procedures engagements as part of a separate project on the overall concept of such
engagements. The board has, however, concluded that a practitioner may not use internal auditors for direct assistance
in an agreed-upon procedures engagement to satisfy the requirement in the Federal Deposit Insurance Corporation
Improvement Act of 1991 that an independent accountant perform agreed-upon procedures to test a financial institution's
compliance with designated laws and regulations relating to safety and soundness.
Generally, management's assertion about compliance with specified requirements will address a period whereas an
assertion about an internal control structure over compliance will address a point in time.
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eg.

A list of the procedures performed (or reference thereto) and related findings10

h.

Where applicable, a description of any agreed-upon materiality limits (see paragraph
29 of SSAE No. XX)

fi.

A statement that the work performed was less in scope than does not constitute an
examination of management's assertion about compliance with specified requirements or
about the effectiveness of an entity's internal control structure over compliance, a disclaimer
of opinion on the assertion, and a statement that if additional procedures had been
performed, other matters might have come to the practitioner's attention that would have
been reported

g.

A statement of limitations on the use of the report because it is intended solely for the use
of specified parties

j.

A statement of restrictions on the use of the report because it is intended to be used
solely by the specified users (However, if the report is a matter of public record, the
practitioner should include the following sentence: "However, this report is a matter
of public record and its distribution is not limited".)

k.

Where applicable, reservations or restrictions concerning procedures or findings as
discussed in paragraphs 37, 39, 43, and 44 of SSAE No. XX

24.
The following is an illustration of an agreed-upon procedures report on management's assertion
about an entity's compliance with specified requirements in which the procedures and findings are
enumerated rather than referenced.

Independent Accountant's Report on
Applying Agreed-Upon Procedures
We have performed the procedures enumerated below, which were agreed to by [list users
of report], solely to assist the users in evaluating management's assertion about [name of
entity]'s compliance with [list specified requirements] during the [period] ended [date],
included in the accompanying [title of management report].11,12 This agreed-upon
procedures engagement was performed in accordance with standards established by
the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of the specified users of the report. Consequently,

10_

11

The presentation of procedures performed should be on a level of specificity sufficient for the leader to understand the
nature and extent of the procedures performed. For example, the practitioner's report might state, "....we agreed the
amounts in each quarterly financial status report to the general ledger..." rather than "... we verified the quarterly financial
status reports..." Also, for example, a practitioner's report might state, "...we traced approval of 100 loans to..." rather than
"...we traced approval of a sample of loans to..." Terms of uncertain meaning (such as general review, limited review,
reconcile, check, or test) should not be used in describing the work unless the procedures comprehended by these terms
are described in the practitioner's report.
If management's assertion is in a representation letter rather than a separate, attached report, the first sentence of this
paragraph would state: "We have performed the procedures enumerated below,....included in its representation letter
dated [date]."

12 If the agreed-upon procedures have been published by a third-party user (for example, a regulator in regulatory policies

or a lender in a debt agreement), this sentence might begin: "We have performed the procedures included in [title of
publication or other document], which were agreed to by [list users or report], solely to assist the users in evaluating
management's assertion about...."
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we make no representation regarding the sufficiency of the procedures described below
either for the purpose for which this report has been requested or for any other purpose.
[Include paragraphs to enumerate procedures and findings.]
These agreed-upon procedures are substantially less in scope than do not constitute an
examination, the objective of which is the expression of an opinion on {management's
assertion title of management report]. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.
This report is intended solely for the use information of the audit committee, management,
and the parties listed in the first paragraph, and should not be used by those who did not
agree to participate in determining the procedures.13
[Paragraph 25 will not change.]
26.
The following is an illustration of an agreed-upon procedures report on management's assertion
about the effectiveness of an entity's internal control structure over compliance in which the procedures
and findings are enumerated rather than referenced.
Independent Accountant's Report on
Applying Agreed-Upon Procedures
We have performed the procedures enumerated below, which were agreed to by [list users
of report], solely to assist the users in evaluating management's assertion about the
effectiveness of [name of entity]'s internal control structure over compliance with [list
specified requirements] as of [date], included in the accompanying [title of management
report].14 This agreed-upon procedures engagement was performed in accordance
with standards established by the American Institute of Certified Public Accountants.
The sufficiency of these procedures is solely the responsibility of the specified users of the
report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested
or for any other purpose.
[Include paragraphs to enumerate procedures and findings.]
These agreed-upon procedures are substantially less in scope than do not constitute an
examination, the objective of which is the expression of an opinion on {management's
assertion title of management report]. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

13

If the report is part of the public record, the following sentence should be included in the report. "However, this report
is a matter of public record and its distribution is not limited."

14

See footnotes 11 and 12.
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